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Consumer confidence falls in October after November 6, 2019
two consecutive positive prints s banorte.com

= Consumer confidence (October, sa): 43.9pts; Banorte: 45.0pts. @analisis_fundam
consensus: 45.0pts (range: 43.5 to 48.0pts); previous: 44.7pts Juan Carlos Alderete, CFA

= Confidence edged-down by 1.0pt, breaking with two consecutive ,SeniorldEconomisty?/leéico
increases. All sub-indices were marginally lower, albeit with the Juan.alderete. macal@banorte.com

indicator still relatively high when compared to its long-term average Francisco Flores

= By components, the most relevant fall was in household’s future fEC"”,"m‘s" Mexico
.. rancisco.flores.serrano@banorte.com
conditions, followed by the same category but for the country. On the
other hand, the purchasing power component was stable, in line with
the monthly performance of annual inflation

= We maintain our view that consumer confidence will fall at a gradual
pace, with political sentiment still acting as a support in coming
months

Consumer confidence falls in October, but remains relatively high.
According to the report, consumer confidence was weaker, standing at 43.9pts
(sa) in October, breaking with two consecutive increases. Overall results were
negative, with all five sub-indices lower, at least marginally.

In particular, the most significant contraction in those components was related
to household’s and country’s expectations, down 2.0pts and 1.5pts, respectively.
We believe that this decrease could be explained by prevailing uncertainty,
which despite sowing some improvements both domestically (i.e. additional
government spending and a better outlook for USMCA) and globally (i.e. lower
trade tensions between the US and China), still remains high. In particular, the
performance of the country’s expectations sub-index contrasts with the recent
uptick in presidential approval, which according to the poll of polls by
Oraculus, edged-up 2%-pts to 51% in net terms. We believe that one of the
factors that could have driven this adjustment are the events that unfolded in
Culiacan, Sinaloa on October 17". Nevertheless, given the timing of this event,
its impact on overall results for the survey should have been limited.

Regarding current conditions, both households (-0.7pts) and the country
(-0.4pts) decreased, which we believe is still largely driven by the recent
performance of economic activity, which still shows some signs of stagnation.
In addition, the pace of formal job creation continues at a slow pace, even with
the slight improvement seen in September.

Finally, the ‘purchasing power’ component was only marginally lower

(-0.03pts) when compared to the previous month and remains way below the

level observed in other sub-indices, although still above its long-term average.

In particular, we believe that the recent dynamics of inflation, with the annual

comparison hovering around the central bank’s target, and particularly after two Document for distribution among
years of considerable price pressures, is helping to maintain the above average public

levels. However, prospects regarding employment could be dampening this

latter improvement.
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Consumer confidence: October 2019
seasonally-adjusted index; % m/m

Oct-19 Sep-19 Difference
Headline index 439 448 -1.0
Households’
Current conditions 48.7 494 0.7
Expectations 55.0 57.0 2.0
National
Current conditions 422 426 04
Expectations 491 50.6 -15
Households’ purchasing power 244 245 0.0
Source: INEGI
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We continue to expect a gradual decline in consumer confidence. With
today’s print, consumer sentiment broke with two consecutive increases.
Particularly, and as we previously mentioned, we believe that the deceleration in
economic activity —which has also translated into a slowdown in formal job
creation—, will dampen components related to household as well as purchasing
power. In addition, uncertainty still prevails at a global scale, with impeachment
proceedings starting in the US. However, there have been some improvements
regarding trade in recent days, with the possibility of a trade agreement between
the US and China. Finally, we see a gradual depreciation of the currency by the
end of the year, a factor that could also be reflected in a more pessimistic
opinion about the country’s conditions going forward.

Nevertheless, we continue to believe that political sentiment will continue to
support confidence, despite what was seen in today’s report, particularly when
taking into account that some of the most recent —and significant— spikes have
been related to this. In this context, and once again using figures from Oraculus,
net approval has averaged 54.5pts, during the first 11 months of the new
government, largely outperforming dynamics seen during previous presidential
periods, which we believe supports our expectation.

Overall, we reiterate our expectation that consumer confidence will reestablish
its downward trend even if it is likely to show some volatility due to the specific
backdrop and events.

Disclaimer

The information contained in this document is illustrative and informative so it should not be considered as an advice and/or
recommendation of any kind. BANORTE is not part of any party or political trend.
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Relevant statements.

In accordance with current laws and internal procedures manuals, analysts are allowed to hold long or short positions in shares or securities issued by
companies that are listed on the Mexican Stock Exchange and may be the subject of this report; nonetheless, equity analysts have to adhere to certain
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Compensation of Analysts.

Analysts’ compensation is based on activities and services that are aimed at benefiting the investment clients of Casa de Bolsa Banorte and its subsidiaries. Such
compensation is determined based on the general profitability of the Brokerage House and the Financial Group and on the individual performance of each analyst.
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Securities holdings and other disclosures.

As of the end of last quarter, Grupo Financiero Banorte S.A.B. of C.V. has not held investments, directly or indirectly, in securities or derivative financial
instruments, whose underlying securities are the subject of recommendations, representing 1% or more of its investment portfolio of outstanding securities or 1 %
of the issuance or underlying of the securities issued.

None of the members of the Board of Grupo Financiero Banorte and Casa de Bolsa Banorte, along general managers and executives of an immediately below
level, have any charges in the issuers that may be analyzed in this document.

The Analysts of Grupo Financiero Banorte S.A.B. of C.V. do not maintain direct investments or through an intermediary person, in the securities or derivative
instruments object of this analysis report.

Guide for investment recommendations.

Reference
BUY When the share expected performance is greater than the MEXBOL estimated performance.
HOLD When the share expected performance is similar to the MEXBOL estimated performance.
SELL When the share expected performance is lower than the MEXBOL estimated performance.

Even though this document offers a general criterion of investment, we urge readers to seek advice from their own Consultants or Financial Advisors, in order to
consider whether any of the values mentioned in this report are in line with their investment goals, risk and financial position.

Determination of Target Prices

For the calculation of estimated target prices for securities, analysts use a combination of methodologies generally accepted among financial analysts, including,
but not limited to, multiples analysis, discounted cash flows, sum-of-the-parts or any other method that could be applicable in each specific case according to the
current regulation. No guarantee can be given that the target prices calculated for the securities will be achieved by the analysts of Grupo Financiero Banorte
S.A.B. C.V, since this depends on a large number of various endogenous and exogenous factors that affect the performance of the issuing company, the
environment in which it performs, along with the influence of trends of the stock market, in which it is listed. Moreover, the investor must consider that the price of
the securities or instruments can fluctuate against their interest and cause the partial and even total loss of the invested capital.

The information contained hereby has been obtained from sources that we consider to be reliable, but we make no representation as to its accuracy or
completeness. The information, estimations and recommendations included in this document are valid as of the issue date, but are subject to
modifications and changes without prior notice; Grupo Financiero Banorte S.A.B. of C.V. does not commit to communicate the changes and also to
keep the content of this document updated. Grupo Financiero Banorte S.A.B. of C.V. takes no responsibility for any loss arising from the use of this
report or its content. This document may not be photocopied, quoted, disclosed, used, or reproduced in whole or in part without prior written
authorization from Grupo Financiero Banorte S.A.B. of C.V.
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